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Abstract. The high tariffs adopted by the United States in recent years have 

caused the global value chain to shift from "efficiency" to "security" and "resili-

ence", making the regionalization and multi-centerization of the supply chain 

more obvious, and the multilateral trading system is also facing the risk of "frag-

mentation". China has developed along the four main lines of "market diversifi-

cation, expansion of domestic demand, re-layout of the supply chain, and coun-

ter-cyclical adjustment": expanding the "Belt and Road" and RCEP markets, giv-

ing full play to the potential of domestic consumption and investment; establish-

ing overseas production capacity in Southeast Asia, Latin America and other 

places and a unified domestic market; at the same time, through means such as 

reserve requirement ratio cuts, local currency swaps, and foreign trade funds, sta-

bilize exchange rates, expectations and enterprises. Transform external shocks 

into new opportunities for industrial upgrading and rule-making, and enhance 

China's initiative and resilience in the new international division of labor. 
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1 Introduction 

The direct impact of US tariffs on specific industries and trade relations is particularly 

significant. Since 2018, the US has imposed high tariffs on Chinese electronics prod-

ucts, resulting in a significant decline in the volume and value of Chinese electronics 

exports to the US. According to relevant data, China's electronics exports to the US in 

2019 fell by approximately 15% compared to 2018. US electronics manufacturers are 

also facing rising raw material costs and supply chain disruptions due to the tariffs. 

To study the profound impact of the US tariff policy on the world trade pattern, we 

must not only study it from the perspective of local equilibrium, but also consider fac-

tors such as technology diffusion constraints, supply chain elasticity premium, non-

neutral expectations of rules, and institutional open competition. China is deeply em-

bedded in the global value chain, and its response strategy affects not only the security 

and upgrading pace of the domestic industrial chain, but also the balance point of the 

"efficiency-security" trade-off of the future global industrial chain. From the four as-

pects of GVC dynamic reconstruction, OFTA competition and cooperation, supply 

chain resilience investment and macro policy regulation, from the two levels of micro- 
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enterprise location selection and macro policy response, this paper systematically in-
terprets the evolution trend of global trade governance in the post-tariff era, and evalu-
ates the feasibility limit and policy space of China's response to external shocks through 
institutional opening. 

2 Overview of U.S. Tariff Policy 

2.1 Recent Important Tariff Measures 

In March 2018, the US government imposed a 25% and 10% tariff on steel and alumi-
num (known as the "232 tariff") under Section 232 of the Trade Expansion Act of 
1962[1], citing "national security" as a pretext. The policy targets China, the European 
Union, and Canada, which have caused great controversy internationally and triggered 
a series of anti-dumping duties [2] . In July of that year, the United States launched a 
"301 investigation" against China, accusing China of "unfair practices" in technology 
transfer, intellectual property rights, and innovation, and therefore imposed a 25% anti-
dumping tariff on $34 billion of Chinese exports. Since then, the measure has gradually 
expanded to include approximately $250 billion of Chinese products and has been im-
plemented in several batches. 

China and the United States signed the first phase of the trade agreement in January 
2020. Some tariffs were temporarily shelved, but most of the high tax rates were re-
tained. The Biden administration continued the tariff policy against China during the 
Trump era and passed the Inflation Reduction Act (2022) and the Chips and Science 
Act (2022), strengthening the protection of key industries and restricting China's access 
to high-end technology [3] . The United States will impose up to 100% tariffs on clean 
energy products such as electric vehicles and solar cells on China in 2024, with the aim 
of preventing China from becoming a leader in green technology. The introduction of 
this tariff policy has not only caused the escalation of trade frictions between China and 
the United States, but also triggered partial adjustments in the global industrial chain, 
with some companies moving their production bases to Southeast Asia, Mexico and 
other places. At the same time, the "unilateralism" policy adopted by the United States 
has also brought an impact on the multilateral trading system centered on the WTO, 
making the differentiation of the world trade model more prominent. The changes in 
tariff rates are shown in Table 1. 

Table 1. Changes in tariff rates of major U.S. tariff measures 

Time Tariff Measure Rate (%) Scope of Products 

March 2018 
Section 232 Tariff (Steel 

and Aluminum) 
Steel 25%, Alumi-

num 10% 
Steel, Aluminum 

July 2018 
Section 301 Investigation 

(Batch 1) 
25% 

34 billion USD worth
of Chinese products 

August 2018 
Section 301 Investigation 

(Batch 2) 
25% 

16 billion USD worth
of Chinese products 
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September 
2018 

Section 301 Investigation 
(Batch 3) 

10% (later adjusted 
to 25%) 

200 billion USD 
worth of Chinese 

products 

May 2019 
Section 301 Investigation 

(Batch 4) 
25% 

300 billion USD 
worth of Chinese 

products 

2024 
Clean Energy Product 

Tariff 
100% 

Electric vehicles, So-
lar panels 

2.2 Policy Motivations 

The US tariff policy, especially its “de-risking” of the supply chain, also reflects its 
geopolitical strategic objectives. The COVID-19 pandemic and the Russia-Ukraine war 
have highlighted the weak links in the global industrial chain. The US is using tariffs 
and other policies to guide companies to transfer production capacity to allies. The US-
EU Steel and Aluminum Agreement seeks to establish a “green steel alliance” that is 
less dependent on China by 2023 while strengthening economic and trade cooperation 
with Europe [4] . 

The Trump administration's tariff policy is partly due to his election promise of 
"America First", which is aimed at winning votes from the blue-collar class. Although 
Biden's policies have made some changes, he still insists on most of the tariff policies 
on China, which stems from the bipartisan consensus on "getting tough on China." Im-
posing more tariffs on Chinese electric vehicles before the 2024 election is also a stra-
tegic move to please local working groups and voters in swing states. The anti-dumping 
measures unilaterally taken by the United States are actually a circumvention of the 
WTO, reflecting the United States' dissatisfaction with the current multilateral system. 
The United States hopes to use "tariffs as bargaining chips" to force trading partners to 
abide by the rules set by the United States, thereby re-establishing an international trade 
order that is beneficial to itself. 

3 Impact on the Global Trade Pattern 

3.1 Reconstruction of the Global Supply Chain 

The "301 tariff" investigation implemented by the United States on China involves 
about $250 billion worth of products, including electronics, machinery, chemicals, etc. 
[5]. Taking the Peterson Institute (PIIE) as an example, this report analyzes its impact 
on the global supply chain and explores its impact on the global supply chain. Based 
on the import and export trade data of the United States, this report analyzes the pro-
portion of US imports from China, Vietnam, and Mexico between 2018 and 2022. The 
data shows that during the same period, the proportion of US imports from China de-
creased by 5.1%, Vietnam accounted for 3.2%, and Mexico increased by 2.1 (see Table 
2). The change in this figure reflects that due to the adjustment of tariffs, some produc-
tion orders have been transferred from China to Vietnam, Mexico and other countries, 
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resulting in a direct impact. Using statistical data from multiple countries such as the 
World Bank and the IMF, an empirical analysis of the reshaping of my country's supply 
chain structure was conducted. 

Table 2. Changes in the share of US import sources 

nation Share in 2018 (%) Share in 2022 (%) Change (percentage points)
China 21.2 16.1 -5.1 

Vietnam 2.6 5.8 +3.2 
Mexico 13.4 15.5 +2.1 

The United States has restricted China's high-end technology and encouraged some 
important industries, such as semiconductors and new energy, to flow to allies. TSMC 
will invest $40 billion to build a chip factory in Arizona, while Samsung will expand 
its semiconductor manufacturing project in Texas. The "friendly shore outsourcing" 
strategy has led to the regionalization of the world's technology industry chain: the 
United States is the core of North America, Europe is the (2023) US-EU Steel and Alu-
minum Agreement (2023), Asia is the traditional industry chain dominated by China, 
and Japan, South Korea and Southeast Asia are new industry chains. 

Due to the increase in tariffs and the readjustment of supply chains, the cost of in-
ternational trade has also risen. According to a report released by the World Bank in 
2023, due to the trade friction between China and the United States, the average cost of 
global manufacturing companies has risen by 1.2%, while intermediate products in 
some industries have been delayed by 15-20 percentage points. In order to circumvent 
import taxes, companies often use "entrepot trade" and "third-party labeling system" 
and other means, which increase the compliance costs of companies and increase the 
regulatory risks of companies. Countries like Southeast Asia and Mexico can benefit 
from capacity migration in the short term, but in the long run, these countries will face 
structural challenges. Although Vietnam's electronics industry is developing rapidly, 
its supply chain still relies on intermediate products made in China, and there has been 
a phenomenon of "shallow reconstruction". The IMF noted that such dependence will 
make them more vulnerable to future trade frictions. 

3.2 Intra-Regional Trade Links Will be Strengthened 

The trade protectionist policy adopted by the United States, which mainly uses the im-
position of large tariffs, has not only brought about tremendous changes in the scale 
and product composition of trade between the United States and its other trading part-
ners, but will also cause profound changes in regional economic and trade relations. If 
tariffs remain unchanged for a long time, the spatial pattern of the global trade network 
will change from a horizontal GDC network to multiple regional centers dominated by 
intra-regional trade; the North America-Europe-Asia tripartite pattern will become in-
creasingly obvious. Canada and Mexico previously imposed a 25% import tax on the 
United States, and some energy products were subject to a 10% import tax, but this tax 
rate was only applicable to goods between the three countries that did not meet the 
USMCA origin regulations. Under the circumstance of the United States imposing a 
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10% import tax across the board, the exemption of USMCA member countries will help 
the United States implement "nearshoring outsourcing", promote the localization of the 
three countries' supply chains, and enhance trade integration between North America 
[6] . Under the influence of tariffs, those countries that are subject to higher tax rates 
may reduce their dependence on the US market by strengthening regional cooperation. 
As a highly integrated regional organization, the EU can use its own regional produc-
tion cooperation foundation and strong market integration capabilities to further
strengthen regional trade exchanges and mitigate the impact of external shocks when 
facing the impact of the US tariff increase. As for Asia, China, ASEAN, Japan, South 
Korea, etc., when signing new or updating existing regional trade agreements, will co-
operate more on the system to reduce the impact on US products, thereby strengthening 
economic and trade relations among Asia. 

3.3 Relevant Countries’ Exports to the United States Will be Adjusted 
Faster 

The US tariff policy not only increases the export costs of the relevant countries, but 
also promotes the adjustment of their export structure. There is also a tariff differentia-
tion effect between different countries. Those countries with large trade surpluses with 
the United States will be subject to higher tariff pressure, thereby reducing direct ex-
ports to the United States and shrinking their share of the US market. Those countries 
that are subject to fewer tariffs will also have new opportunities to increase their share 
of the US market. Under the current situation, if the tax rate remains unchanged, and 
higher tariffs are imposed on countries such as China and Vietnam, direct exports to 
the United States will decrease, while low-surplus countries such as the United King-
dom and Singapore will have "zero substitution" due to lower tariffs on the United 
States, and achieve direct export growth to the United States. If tariffs are maintained 
for a long time, some production and processing and assembly links in China, Vietnam 
and other countries will turn to countries with lower tariffs to promote the adjustment 
of their industrial structure and export structure, gradually establish a relatively com-
plete industrial system and production network, and their export advantages will be 
greatly improved in the new round of international trade. Although the United States 
has announced that the tariff collection standards for various countries are consistent, 
it is more likely that some countries will be exempted from tax or suspended through 
bilateral negotiations in the future. In trade negotiations, those countries participating 
in the negotiations will gain cost advantages after tariff reductions, thereby increasing 
exports to the United States; while those countries that fail to reach an agreement will 
be under pressure from rising costs in the US market and declining export markets. 
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4 China’s Response 

4.1 Diversify Export Markets and Reduce Dependence on the United 
States 

China has actively expanded economic and trade cooperation with countries along the 
Belt and Road Initiative and reduced trade barriers by signing free trade agreements, 
BITs and other measures. In 2023, we will sign the China-ASEAN Free Trade Agree-
ment with ASEAN, further expand the open markets for agricultural products, elec-
tronic products, machinery and equipment, and increase the trade volume in the region 
by 12%. China uses the China-Europe Express to expand its business to Europe. In 
2024, 20,000 trains will be opened, with a cargo value increase of 18% over the same 
period last year, covering important markets such as Germany and Poland, effectively 
easing the pressure on exports to the United States. 

 
Fig. 1. The effectiveness of China's export market diversification 

China is actively expanding into emerging markets through policy support and cor-
porate guidance. The Ministry of Commerce has also launched a "Diversified Market-
ing Special Fund" to provide up to 50% of overseas exhibition subsidies and logistics 
cost subsidies to foreign trade companies in Latin America, Africa, the Middle East and 
other countries. China's exports to Latin America increased by 22% in 2024 compared 
with the same period last year, with Brazil and Mexico being the fastest growing coun-
tries. As shown in Figure 1. China has driven the localization of industries such as 
building materials and home appliances by setting up industrial parks in Africa, such 
as the Eastern Industrial Park in Ethiopia, and indirectly increased exports to Africa. 
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China has reduced its dependence on the US dollar system, making it possible to inter-
nationalize the RMB. The People's Bank of China has signed currency swap agreements 
with 38 countries, increasing the RMB's share worldwide to 6.2% by 2024, and pro-
moting other countries such as Russia and Saudi Arabia to use RMB for energy trans-
actions. This move not only reduces currency risks, but also increases trade links be-
tween non-US countries. 

4.2 Strengthening Endogenous Driving Force and Industrial Resilience 

Expand the scale of effective investment. First, accurately support the "double" con-
struction and equipment upgrades. Increase investment in scientific and technological 
innovation, urban-rural integration, food and energy security, etc. At the same time, the 
interest rate of special re-loans for equipment renewal and transformation will continue 
to decline. By 2024, this policy has increased investment in manufacturing technology 
transformation by 18%. Second, advance planning for infrastructure and people's live-
lihood projects. Promote the dual-track drive of "new infrastructure + traditional infra-
structure": in metropolitan areas, additional central government funds will be added to 
support intercity railways and national highway ring lines in the four major regions of 
Beijing-Tianjin-Hebei, Yangtze River Delta, and Chengdu-Chongqing, which is ex-
pected to drive more than 2 trillion yuan of social investment; in terms of people's live-
lihood, we must increase the monetary resettlement of urban villages, increase the is-
suance of affordable housing, drive housing demand with the transformation of old 
houses, and improve public service facilities such as education and medical care to 
improve residents' quality of life and willingness to consume. 

A number of measures are being taken to promote consumption. First, we will ex-
pand large-scale consumption of old-for-new products. We will establish a "consumer 
product upgrade and transformation fund" covering industries such as home appliances, 
automobiles and home furnishings, and adopt a "gradient subsidy" approach to stimu-
late consumption. The "old-for-new" policy implemented in Shenzhen will drive a 22% 
increase in home appliance sales in 2023. The promotion of this experience can set off 
a consumption frenzy across the country. Second, we must strengthen the social secu-
rity system and enhance people's consumer confidence. On the one hand, we must do a 
good job in the urbanization of migrant workers. By 2025, we will expand the coverage 
of basic pension insurance and medical insurance for urban residents to 2025. Through 
the implementation of the "Transfer Income Improvement Plan", we will subsidize poor 
families, increase basic pension insurance and urban and rural residents' medical insur-
ance, and promote the increase of transfer income. On the other hand, on the basis of 
"tax cuts and fee reductions + credit support", we will increase the re-lending efforts 
for small and micro enterprises, reduce the financing costs of enterprises, develop con-
sumer loans, innovate the products of "consumption installment + scene integration", 
further reduce interest rates, extend the repayment period, and promote residents' con-
sumption expenditure. Third, we must strengthen internal and external publicity work 
to form a good public opinion atmosphere. Internally, through various channels, we 
will build consensus across the society, stabilize consumption expectations, and en-
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hance market confidence; externally, we will fully explain China's opposition to unilat-
eralism and the legitimacy of maintaining multilateral trade rules through the interna-
tional public opinion platform. At the same time, by optimizing the visa-free policy and 
improving the "buy now, refund now" tax refund policy, we will encourage more for-
eign tourists to consume in China. We will formulate and implement more tax incen-
tives and subsidy policies for investors in China, create a good investment environment 
that is conducive to increasing job opportunities, and thus achieve a virtuous interaction 
of "public opinion support - stimulating consumption - improving investment effi-
ciency". 

4.3 Optimize Supply Chain Layout 

From a policy perspective, China will issue an "Action Plan to Enhance Supply Chain 
Resilience" to support enterprises in building regional manufacturing and warehousing 
centers in Southeast Asia, Latin America and other places, and provide 30% tax con-
cessions and low-interest loans for qualified projects. BYD will invest US$500 million 
in Thailand to build an electric vehicle production base that will reach 150,000 vehicles 
by 2024. This will not only avoid high US tariffs, but also expand to the ASEAN region, 
as shown in Table 3. At the same time, the Ministry of Commerce and the General 
Administration of Customs jointly launched the "Smart Supply Chain" pilot, using
blockchain technology to trace the entire process of cross-border logistics, increase cus-
toms clearance efficiency by 40%, and reduce additional costs caused by supply chain 
disruptions. From an internal perspective, China has accelerated the pace of building a 
"national unified market", breaking down local protectionism and achieving effective 
allocation of resources. In 2024, the construction of an "industrial chain collaboration 
platform" will be carried out in the Yangtze River Delta and the Guangdong-Macao 
Greater Bay Area to achieve effective integration of upstream and downstream enter-
prises in core industries such as chips and new energy, and improve supply chain re-
sponse time by more than 25%. The "Key Industrial Reserve Project" led by the Na-
tional Development and Reform Commission has also established backup production 
capacity for semiconductors and biopharmaceuticals in the Chengdu-Chongqing area 
to ensure that my country's supply chain can continue to operate in the event of an 
emergency. 

Table 3. Investment cases of enterprises in Southeast Asia and Latin America 

Company 
Investment 
Location 

Investment Amount 
(USD billion) 

Capacity / Objective 

BYD Thailand 5 150,000 EVs per year 

Huawei Mexico 3.3 
Regional hub for communication

equipment 
CATL Indonesia 6.4 Lithium battery production base 
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5 Conclusion 

US tariff policies are driving a shift in global value chains from efficiency to security 
and resilience, while also increasing the risk of fragmentation in the international sys-
tem. China is transforming external shocks into a driving force for industrial upgrading 
and shaping its international competitive landscape through market diversification, ex-
panding domestic demand, optimizing supply chain layout, and implementing counter-
cyclical adjustments. To enhance China's ability to cope with future tariff shocks and 
geopolitical pressures, the following recommendations are recommended: further
strengthening market diversification strategies, reducing reliance on the US market, and 
expanding into emerging markets; vigorously cultivating domestic demand, promoting 
an optimized consumption structure, and enhancing the internal driving force of my 
country's economic growth; optimizing supply chain structures to enhance their resili-
ence and reduce dependence on foreign technology; and strengthening policy coordi-
nation and international collaboration, promoting reform of the multilateral trading sys-
tem, and improving domestic policy coordination. Further research is needed on the 
long-term impact of geopolitics on trade patterns, and exploring how to mitigate its 
negative effects through policy adjustments and international cooperation, thereby
providing more forward-looking policy recommendations for my country's future de-
velopment. 
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